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ASARCO, Incorporated, Cyprus Climax Metals Company, Enron Corp., Arizonans
for Electric Choice and Competition, Ajo Improvement Company, Morenci Water and Electric
Company, and Phelps Dodge Corporation (collectively referred to herein as “AECC”), hereby
submit theﬁ Written Comments on the Proposed Retail Electric Competition Rules (R-14-2-1601,
et. seq.) (the “Rules™) pursuant to the August 11, 1998 Procedural Order in this docket.

At the outset, AECC wishes to commend the Arizona Corporation Commission
Staff for its efforts. There have been significant revisions to the Rules culminating in the adoption
of the Rules in their current form as an emergency measure on August 10, 1998. See Decision No.
61071 (August 10, 1998). As such, the Rules now provide a temporary framework intended to
move Arizona towards open retail access to electrical power generation beginning on January 1,
1999. Despite significant progress however, the Commission, Affected Utilities, Electric Service
Providers and the interested stakeholders still have much to accomplish and many significant issues
remain to be addressed before the Rules will provide the permanent foundation needed to ensure
full retail access by January 1, 2001.

For example, the Affected Utilities’ individual stranded cost filings raise a number
of difficult issues the resolution of which will impact the ultimate success of electric competition in
Arizona. Likewise, the Commission must move expeditiously to authorize certificates of
convenience and necessity to new entrants into Arizona’s competitive market in order to ensure that
customers have available an appropriate range of choices. In addition, the Commission must act
aggressively to address the anti-competitive “win-at-all-costs” positions being taken by many of the
Affected Utilities in opposing Electric Service Providers’ applications for certificates of
convenience and necessity and failing to file the appropriate unbundled and stranded cost recovery
tariffs, among other actions. By challenging every decision facing the Commission, and by
opposing the entrance of new Electric Service Providers into Arizona’s marketplace, the Affected

Utilities seek to maintain all the benefits of regulation while concurrently recouping ail of the

PHX/WCROCKET/885240.1/31217.001
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rewards of competition. The Affected Utilities must be precluded from taking actions that will
cripple and postpone full open retail access to the generation of electric power in Arizona.

AECC has previously filed written comments regarding the Rules and these prior
filings are adopted herein by this reference. See AECC Written Comments dated July 6, 1998 and
August 4, 1998; Enron Written Comments dated July 2, 1998. At this time AECC offers the
following additional comments regarding the Rules.'

1. Buy-throughs. R14-2-1604.G. currently provides that Affected Utilities,
Utility Distribution Companies and Load-Serving Entities may engage in by-throughs with
individual or aggregated consumers beginning January 1, 2001. Thus, Affected Utilities have
unfettered discretion to decide whether to engage in buy-throughs with consumers. As a
consequence, the Rules undermine an important safety-net available to consumers in the event that
full retail access is delayed.

The Legislature recognized the importance of mandating buy-through service when
it enacted A.R.S. § 30-803.D. which obligates public power entities to provide buy-through service
to consumers on request at no additional charge (except for charges for required transmission,
distribution or ancillary services) anytime after January 1, 2001. In this way, A.R.S. § 30-803.D.
will ensure that public power entities stay serious about moving towards full open competition for
electric power generation by January 1, 2001. The Commission must join the Legislature and
require Affected Utilities to offer buy-through services after January 1, 2001. Indeed, the
importance of providing consumer protection has been made even more clear by the Affected
Utilities’ efforts to delay the onset of full competition. This can be accomplished by replacing the
word “may” in the first line of R14-2-1604.G. with the word “shall.”

R14-2-1604.G. also provides that “any buy-through contract shall ensure that the
consumer pays all non-bypassable charges that would otherwise apply.” The intent of this

! All references are according to the current rules as adopted by the Commission in Decision No. 61071.
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provision is unclear. “Non-bypassable” charges are not defined in the Rules. Certainly, and
consistent with A.R.S. § 30-803.D., consumers should be responsible for payment of transmission,
distribution or ancillary services charges. However, as provided for in the Legislation, consumers
selecting buy-through services should not be responsible for additional charges such as brokerage
fees and other similar charges. The collection of CTC charges, if any, must be consistent with R14-
2-1604.G. which limits stranded cost recovery from a particular customer or customer class to “the
same proportion as the recovery of similar costs from such customers or customer classes under
current rates.”

2. Aggregation. R14-2-1604.B. currently provides that “Affected Utility
customers with single premise non-coincident peak load demands of 40 kW or greater aggregated
to a combined load of 1 MW will be eligible for competitive electric services beginning January 1,
1999.” This language should be clarified to insure that it does not limit aggregation to “single
premise” customers.

Because the Rules limit eligibility for competitive services to 20% of each Affected
Utilities 1995 system peak demand during the phase-in period, Affected Utilities will not be
prejudiced by allowing customers to aggregate for the purposes of obtaining competitive electric
services. See R14-2-1604.A.1.

3. Special Contracts. In Rule R14-2-1604, customers with demand loads of 1
MW or greater are eligible for competitive electric service commencing January 1, 1999. Any
special contract customer would therefore be able to participate in the competitive market upon the
expiration of the special contract. However, under the Rule, customers with demand loads of 1
MW or greater are limited to 20% of the Affected Utilities’ 1995 system peak demand “on a first
come, first served basis.” This restriction may unintentionally preclude customers with special
contracts expiring during the two-year phase-in period from participating in the competitive market.

AECC requests that the Rule be amended by deleting from R14-2-1604.A. the

phrase, “on a first come, first served basis”, and reinserting that phrase in the second sentence

PHX/WCROCKET/885240.1/31217.001
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following the word “services” in R14-2-1604.A.1. and by deleting the period at the end of the
sentence and adding the following: “except as provided in R14-2-1604.A.3.” In R14-2-1604.A.2.,
add the phrase, “on a first come, first served basis”, following the word “allowed” in the fourth
sentence.

Add a new paragraph 3 to R14-2-1604 as follows: “3. Effective January 1, 1999,
all load served by Affected Utilities under special contracts will be eligible for competitive electric
services upon expiration of the special contract.”

See the Proposed Amendments attached as Exhibit A.

4. Rate Decreases. In R14-2-1604.C., the Commission has required Affected
Utilities to detail possible mechanisms to provide benefits to Standard Offer Customers. Among
the benefits recommended by the Commission are rate reductions equal to 3% to 5%. The
Commission must require that such reductions, ideally intended to benefit customers unable to
choose competitive services, are reflected on the distribution portion of the bills sent to Standard
Offer Customers. By requiring that the recommended rate reductions be reflected on the
distribution portion of Standard Offer billings, the Commission would be promoting rather than
discouraging competition.

RESPECTFULLY SUBMITTED this 18th day of September, 1998.

FENNEMORE CRAIG, P.C.

By‘%

C. Webb Crockett

Jay Shapiro

Suite 2600

3003 North Central Avenue

Phoenix, Arizona 85012

Attorneys for ASARCO Incorporated,

Cyprus Climax Metals Company, Enron Corp. and
Arizonans for Electric Choice and Competition
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Ajo Improvement Company and Phelps Dodge
Corporation
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ORIGINAL AND TEN COPIES
of the foregoing hand-delivered
this 18th day of September, 1998, to:

Arizona Corporation Commission
Docket Control

1200 West Washington Street
Phoenix, Arizona 85007

TWO COPIES OF THE FOREGOING
hand-delivered this 18th day
of September, 1998 to:

Jerry Rudibaugh, Chief Hearing Officer
Hearing Division
Arizona Corporation Commission

§ 1200 West Washington

Phoenix, Arizona 85007

COPY OF THE FOREGOING
hand-delivered this 18th day
of September, 1998 to:

Jim Irvin

Commissioner - Chairman
Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007

Renz D. Jennings

Commissioner

Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007

Carl J. Kunasek

Commissioner

Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007

Ray Williamson, Acting Director
Utilities Division

Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007

Paul Bullis, Chief Counsel

Legal Division

Arnizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007
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COPY OF THE FOREGOING
mailed this 18" day of September, 1998 to:

Barbara Kiemstine

Manager, Regulatory Affairs
ARIZONA PUBLIC SERVICE CO.
P.O. Box 53999, M.S. 9909
Phoenix, Arizona 85072-3999

Greg Patterson

RUCO

2828 N. Central Ave., Suite 1200
Phoenix, AZ 85004

Rick Gilliam

LAND AND WATER FUND OF THE ROCKIES
2260 Baseline Road, Suite 200

Boulder, Colorado 80302

Charles R. Huggins
ARIZONA STATE AFL-CIO
110 North 5th Avenue

P.O. Box 13488

Phoenix, Arizona 85002

David C. Kennedy

LAW OFFICES OF DAVID C. KENNEDY
100 West Clarendon Avenue

Suite 200

Phoenix, Arizona 85012-3525

Norman J. Furuta

DEPARTMENT OF THENAVY
900 Commodore Drive, Building 107
P.O. Box 272 (Attn. Code 90C)

San Bruno, California 940660720

Thomas C. Home

Michael S. Dulberg

HORNE, KAPLAN & BRISTROW, P.C.
40 North Central Avenue

Suite 2800

Phoenix, Arizona 85004

Rick Lavis

ARIZONA COTTON GROWERS ASSOCIATION
4139 East Broadway Road

Phoenix, Arizona 85040

Steve Brittie

DON’T WASTE ARIZONA, INC.
6205 South 12th Street

Phoenix, Arizona 85040

Karen Glennon

19037 N. 44th Avenue
Glendale, Arizona 85308

PHX/WCROCKET/885240.1/31217.001

Michael A. Curtis

MARTINEZ & CURTIS, P.C.

2712 North 7¢th Street

Phoenix, Arizona 85006

Attorneys for Arizona Municipal Power Users’ Association

Walter W. Meek, President

ARIZONA UTILITY INVESTORS ASSOCIATION
2100 N. Central Avenue

Suite 210

Phoenix, Arizona 85004

Barbara S. Bush

COALITION FOR RESPONSIBLE ENERGY EDUCATION
315 West Riviera Drive

Tempe, Arizona 85282

COLUMBUS ELECTRIC COOPERATIVE, INC.
P.O. Box 631
Deming, New Mexico 88031

CONTINENTAL DIVIDE ELECTRIC COOPERATIVE
P.O. Box 1087
Grants, New Mexico 87020

DIXIE ESCALANTE RURAL ELECTRIC ASSOCIATION
CR Box 95
Beryl, Utah 84714

GARKANE POWER ASOCIATION, INC.
P.O. Box 790
Richfield, Utah 84701

Stephen Aheam

ARIZONA DEPT OF COMMERCE
ENERGY OFFICE

3800 North Central Avenue, 12th Floor
Phoenix, Arizona 85012

Betty Pruitt

ARIZONA COMMUNITY ACTION ASSN.
202 E MCDOWELL RD STE 255

Phoenix, Arizona 85004-4535

Bradiey Carroll

TUCSON ELECTRIC POWER CO.
P.O.Box 711

Tucson, Arizona 85702
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A .B. Baardson
NORDIC POWER
4281 N. Summerset
Tucson, Arizona 85715

Michael Rowley

¢/o CALPINE POWER SERVICES
50 West San Femando, Suite 550
San Jose, California 95113

Dan Neidlinger
3020 N. 17th Drive
Phoenix, Arizona 85015

Jessica Youle

PAB300

SALT RIVER PROJECT

P.0. Box 53025

Phoenix, Arizona 85072-2025

Clifford Cauthen

GRAHAM COUNTY ELECTRIC CO-OP
P.O. Box Drawer B

Pima, AZ 85543

Michelle Ahlmer

ARIZONA RETAILERS ASSOCIATION
137 E University

Mesa, Arizona 85201

Joe Eichelberger

MAGMA COPPER COMPANY
P.0.Box 37

Superior, Arizona 85273

Douglas Mitchell

SAN DIEGO GAS AND ELECTRIC CO.
P.O. Box 1831

San Diego, Califomia 92112

Sheryl Johnson

TEXAS-NEW MEXICO POWER CO.
4100 International Plaza

Fort Worth, Texas 76109

Elien Corkhill

AARP

5606 North 17th Street
Phoenix, Arizona 85016

Phyllis Rowe

ARIZONA CONSUMERS COUNCIL
6841 N. 15% Place

Phoenix, Arizona 85014

Andrew Gregorich

BHP COPPER

P.O.BoxM

San Manuel, Arizona 85631
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Nancy Russell

ARIZONA ASSOCIATION OF INDUSTRIES
2025 N. 3rd Street, Suite 175

Phoenix, Arizona 85004

Craig Marks

CITIZENS UTILITIES COMPANY
2901 N. Central Avenue

Suite 1660

Phoenix, Arizona 85012

Thomas Pickrell

Arizona School Board Association
2100 North Central Avenue
Phoenix, Arizona 85004

Jack Shilling

DUNCAN VALLEY ELECTRIC COOPERATIVE
P.O. Box 440

Duncan, Arizona 85534

Barry Huddleston

DESTEC ENERGY
P.O.Box 4411

Houston, Texas 77210-4411

Steve Montgomery
JOHNSON CONTROLS
2032 West 4th Street
Tempe, Arizona 85281

Terry Ross

CENTER FOR ENERGY AND ECONOMIC DEVELOPMENT
7853 E. Arapahoe Court, Suite 2600

Englewood, Colorado 80112

Ken Saline

Jeff Wroner

K.R. SALINE & ASSOCIATES
Consulting Engineers

160 N. Pasadena, Suite 101
Mesa, Arizona 85201-6764

Louis A. Stahl
STREICH LANG

2 North Central Avenue
Phoenix, Arizona 85004

Robert Julian

PPG

1500 Merrell Lane
Belgrade, Montana 59714

Department of Navy

Naval Facilities Engineering Command
Navy Rate Intervention

901 M. Street SE

Building 212

Washington, D.C. 20374

Attn: Sam DeFraw

Robert S. Lynch
340 E. Palm Lane, Suite 140
Phoenix, Arizona 85004-4529
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Larry McGraw

USDA-RUS

6266 Weeping Willow

Rio Rancho, New Mexico 87124

Jim Driscoll

ARIZONA CITIZEN ACTION
2430 S. Mill, Suite 237

Tempe, Arizona 85282

William Baker

ELECTRICAL DISTRICT NO. 6
P.O. Box 16450

Phoenix, Arizona 85011

John Jay List

General Counsel

NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORP
2201 Cooperative Way

Herndon, Virginia 21671

Wallace Tiliman

Chief Counsel

NATIONAL RURAL ELECTRIC
COOPERATIVE ASSOCIATION
4301 Wilson Blvd.

Arlington, Virginia 22203-1860

Lawrence V. Robertson, Jr.
Munger Chadwick, PLC

333 North Wilmot, Suite 300
Tucson, Arizona 85711-2634
Attorney for PGE Energy

Tom Broderick
6900 E. Camelback Road, #300
Scottsdale, Arizona 85251

Albert Sterman

ARIZONA CONSUMERS COUNCIL
2849 East 8% Street

Tucson, Arizona 85716

Michael Grant
GALLAGHER & KENNEDY
2600 North Central Avenue
Phoenix, Arizona 85004
Attomeys for AEPCO

Suzanne M. Dallimore
Antitrust Unit Chief

Arizona Attorney General
Department of Law Building
1275 West Washington Street
Phoenix, Arizona 85007
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Douglas A. Oglesby

Vantus Energy Corporation

353 Sacramento Street, Suite 1900
San Francisco, California 94111

Michael K. Block, President
GOLDWATER INSTITUTE
Bank One Center

201 North Central
Concourse Level

Phoenix, Arizona 85004

Carl Robert Aron

Executive Vice President and COO
ITRON, INC.

2818 N. Sullivan Road

Spokane, Washington 99216

Doug Nelson

DOUGLAS C. NELSON, P.C.

7000 North 16" Street, Suite 120-307
Phoenix, Arizona 85020

William Sullivan

MARTINEZ & CURTIS, P.C.

2716 North 7* Street

Phoenix, Arizona 85006

Attorneys for Mohave Electric Cooperative and
Navopache Electric Cooperative

Elizabeth S. Firkins

INTERNATIONAL BROTHERHOOD OF
ELECTRICAL WORKERS, L.U. #1116
750 South Tucson Blvd.

Tucson, Arizona 85716-5698

Barbara R. Goldberg
Deputy City Attomey
CITY OF SCOTTSDALE
3939 Civic Center Bivd.
Scottsdale, Arizona 85251

Carl W. Dabelstein

2211 E. Edna Avenue
Phoenix, Arizona 85022

Larry K. Udall

ARIZONA MUNICIPAL POWER USERS ASSN.

2712 N. 7 Street
Phoenix, Arizona 85006-1090

Roderick G. McDougall

City Attorney

Attn: Jesse Sears, Asst. Chief Counsel
200 West Washington Street, Suite 1300
Phoenix, Arizona 85003-1611
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Andrew W. Bettwy

Debra Jacobson

SOUTHWEST GAS CORPORATION
5241 Spring Mountain Road

Las Vegas, Nevada 89102

Vincent Hunt

CITY OF TUCSON, DEPT. OF OPERATIONS
4004 S. Park Avenue

Bldg. 2

Tucson, Arizona 85714-0000

Steve Wheeler and Thomas M. Mumaw
SNELL & WILMER

‘One Arizona Center

400 East Van Buren Street
Phoenix, Arizona 85004-0001
Attorneys for APS

Myron L. Scott

1628 E. Southern Avenue, No. 9-328
Tempe, Arizona 85282-2179
Attorneys for a Better Environment

PHX/WCROCKET/885240:1/31217.001

William J. Murphy
200 West Washington Street, Suite 1400
Phoenix, Arizona 85003-1611

Russell E. Jones

33 N. Stone Avenue, Suite 2100

P.O. Box 2268

‘Fucson, Arizona 85702

Attomeys for Trico Electric Cooperative, Inc.

Christopher Hitchcock

P.O. Box 87

Bisbee, Arizona 85603-0087

Attorneys for Sulphur Springs Valley
Electric Cooperative, Inc.

Peter Glaser

DOHERTY RUMBLE & BUTLER PA
1401 New York Avenue, N.W_, Suite 1100
Washington, DC 20005
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PROPOSED AMENDMENT
R14-2-1604. Competitive Phases

A. Each Affected Utility shall make available at least 20% of its 1995 system retail peak
demand for competiive generation sup;;ly en-a-first-eome,—first-served-basis as further
described in this rule.

1.

All Affected Utility customers with non-coincident peak demand load of 1 MW or
greater will_ be eligible for competitive electric services no later than January 1,
1999. Customers meeting this requirement shall be eligible for competitive
services on a first come, first served basis until 20% of the Affected Utility’s 1995
system peak demand is served by competition, except _as_provided in R14-2-
16 3).

Affected Utility customers with single premise rion-coincidcnt peak load demands
of 40 kW or greater aggregated into a combined load of 1 MW or greater will be
eligible for competitive electric services no later than January 1, 1999. Self-
aggregation is also allowed pursuant to the minimum and combined load demands
set forth in this rule. If peak load data are not available, the 40 kW criterion can
be determined to be met if the customer’s usage exceeded 16,500 kWh in any
month within the last 12 consecutive months. From January 1, 1999, through
December 31, 2000, aggregation of new competitive customers will be allowed on

a first come, first served basis until such time as 20% of the Affected Utility’s

1995 system peak demand is served by competitors. At that point all additional
aggregated customers must wait until January 1, 2001 to obtain competitive

service.

3. Effective January 1. 1999, all load served by Affected Utilities under special

contra ill be eligible for competitive electric services upon_expiration of the

special contract.

EXHIBIT A
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34. Affected Utilities shall notify customers eligible under this subsection of the terms

of the subsection no later than October 31, 1998.




